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PREFACE 


In addition to the regular index method of 
indicating trends in capital investment intentions, 
there has been included inthis report a comparison of 
the capital investment intentions at the time of the 
1970 survey with the outlook reported in this survey. 
Of necessity, this comparison pertains only tocompanies 
covered in both surveys. In order, however, to include 
as high a proportion as possible of total business 
capital investment, a number of companies with signifi- 
cant new projects have been added to the survey this 
year and are, of course, included in the data from 
which the indexes were compiled. 


As observed in the report, the medium-term 
outlook for capital investment was relatively weak at 
the time of the current survey. The survey results 
should, therefore, be interpreted with some care because 
of the significant changes that have taken place inthe 
international economic environment since that time. 
These developments may, in some instances at least, 
give rise to upward revisions of capital investment 
plans. 


Because of the changes that have taken place 
and others that may follow, this report is not being 
published in the usual formand its distribution is being 
limited largely to participants whocontributed data to 


the survey. 


Digitized by the Internet Archive 
in 2022 with funding from 
University of Toronto 


https://archive.org/details/31/761115540791 


HIGHLIGHTS 


The following are the principal findings in an 
interview survey of medium-term (five-year) capital 
investment intentions of approximately 240 large business 
Picts . universities, and Governments, cConegucteq jointly 
Dy che Boconomic Council of Canage ard ene Department of 
Industry, Trade and Commerce during early October 1971.1/ 
Not included in the survey were housing, agriculture, 
aac Cishing. 


Overall capital investment in new CONSt ration: 
machinery and equipment in Canada in 1972 is expected, 
by the organizations surveyed, to remain at the same 
Jevel as in.T9/1, Tn 19/3, overall capita Ween penis 
Cures are indicated to décline Lrom )O7 trang O72 
levels. 


Bustness capital investment by the survey firms is 
projected also to remain at approximately the same 
levelin 19/2 as in 1972 OuG (Oo Cec tine mea ecieat, 
in 1973. While it has been typical “in {the results 
of previous surveys for the index of investment 
intentions to decline in the latter years of the 
survey period, it is unusual for a marked decline to 
be reported as early as the second year of the period 
under review, and in the current survey the decline 
through to the end of the Pive-vear ) period sus 
considerably more pronounced than in previous 
surveys. ‘In the 19/0 survey, Che Duet ness ere 
covered were planning increases of almost 9 percent 
in capital spending in the following year andasmall 
increase over the base year in the second year forward. 


Y/ as this report covers capital investment intentions 
over a five-year period, during which the cumulative 
effect of price increases could produce figures thar 
would not be representative of the actual volume of 
planned capital facilities, allowances for price 
changes have been removed as far as possible from the 
data used in this report. For this reason, the survey 
results reported here do not correspond exactly with 
those reported earlier by the Department of Industry, 
Trade and Commerce for the joint survey. 


ri 


Among the business officials who commented during 

the current survey on the outlook for their companies, 
a substantial majority expect increases in their sales 
in Canada in 1972 and, where applicable, they antici- 
pate increases in export sales as well. More than 
one-half of those reporting expect improved profits 

a gm mS Eo 


Almost 60 per cent of the reporting companies indi- 
cated they were operating below capacity in 1971 and, 
especially among the manufacturing firms, this condi- 
tion was expected to continue in 1972. Approximately 
50,.per cent of the companies in he lo 70vewr ec. 
reported they were operating below capacity at that 
time. 


Coneern was expressed again this year by the business 
officials interviewed over pending Canadian legislation 
in. the fields of taxation, labour relations, and 
competition policy. A number of them were becoming 
concerned, too, over the possible effects of recent 
U.S. economic measures. At the time the survey was | 
conducted in early October, therewas little evidence, 
however, that the new U.S. policies had had signifi- 
cant impact on the capital investment intentions of 
the survey firms in the relatively brief period since 
the policies were announced in mid-August .1/ 


Almost. 70 per cent’ of the ‘new capital facilities 
being put in place in 1971 were for expanston of 
productive capacity. This proportion is expected to 
decline to around 66 per cent In {19/72 "and 1973, with 
a proportionate increase in expenditures for 
moderntzatton and replacement during the next two 
years. 


Investment in non-residential constructton by the 
organizations in the survey is shown to decrease 
moderately in 1972, and the declining trend is 
expected to continue rather markedly throughout the 
survey period. Expenditures on machinery and equtp- 
ment are projected to show a small increase in 1972 
and then to decline gradually through to 1976. 


ay 


some of the U.S. measures such as the import surcharge 
and the buy-American feature of the investment tax 


credit have, of course, been rescinded since the time 
of the survey. 


The regtonal distribution of the business capital 
investment covered in the survey indicates an 
increase in the proportion allocated to the Prairie 
Provinces over the 1971-73 period and a decrease to 
British Columbia. The largest proportion of new 
Facilities to be’ put in places in 1072 game oe 
designated for Ontario, followed in order by the 
Prairie Provinces, Quebec, British Columbia, and the 
Atlantic Provinces. 


Untversittes project an increase of almost 10 per 
cent in capital expenditures in 1972, followed by 
outlays in 1973 and 1974 moderately below 1971 levels. 
Sharply reduced expenditures are indicated for the 
remaining two years of the period under review. 
Marked downward revisions in capital expenditure 
intentions were made during 1971. 


Governments that reported indicate a slight increase 
Ofiless than, 2. per cent. insoutlayer On capita LAtec 1 
fies in. 1972). a further small. ancreace ine L/S me 
then gradual declines through to 1976. 


CAPITAL INVESTMENT OUTLOOK 


Overall survey results show that capital invest- 
ment “is projected to"remain at virtually ier sane Leva 
in 1972-as in, LOVE. Polrowing a (similar patter ie sce 
time of the survey the group of 200 large business firms 
covered did not expect any increase in capital expendi- 
tures in 1972 compared with 1971. As mentioned in the 
Highlights section, the variation between this result and 
that reported earlier by the Department of Industry, Trade 
and Commerce for the joint survey is due to the removal, 
as far as possible, of allowances for price changes from 
the data before constructing the indexes shown in this 
report. Untverstttes in the survey anticipate an increase © 
of over 9 per cent, while the governments that reported, 
project an increase of around 2 percent in1972 over 1971. 


The results) oF the 1974 "sturvew yr acti er ire 
breakdown into industry groups and other types of enter- 
prise, are summarized in index form for the 1970 to 1976 
period inthe following table. Though 1970 is the latest 
year forwhich actual capital investment data were avail- 
able at the time of the survey, preliminary actual figures 
provided for 1971 are considered to be a more useful base 
from which to construct the indexes; 1970 figures are 
shown in appropriate relationship to 1971 in the indexes 
and are used in the calculation of the degree of coverage 
by the survey relative to total capital investment in 
each sector. 


INDEXES OF CAPITAL INVESTMENT INTENTIONS * 


(1371 =" 100) 


Survey Coverage 


1970 Basis 
Percentage 
of of Total 
1970 1976 ||Dollars Sector 
Manufacturing - 
Total 104.3 52 
Food & Beverages 108.7 30 
Pulp & Paper SEW g 56 
Primary Metals 98.6 84 
Chemicals 132.8 | bite’) 
Transportation 
Equipment 174.4 a3 
Other 88.1 29 
Mining G9s2 98 
Oil & Gas (3) 84.7 Mela ee 
Oil & Gas 
Transmission (4) 63.8 Seay 
Transportation 
& Storage 99.9 Ee Ricg) 
Telecommunications 89.42 91 
Power Utilities oP cris 100 
Trade, Finance and 
Other Commercial 89.4 16 
Total Business 90.0 64 
Universities 94.2 64 
Governments ois nae 
Survey Total 87.8 26 


Organtzattons 
Included 239 


* As far as possible, allowances for price changes were removed from the reported data 
before constructing the foregoing indexes. As noted earlier, this accounts for the 
difference between business capital investments for1972 that are reported in this 
publication and those reported earlier by the Department of Industry, Trade and 
Commerce for the joint survey. Fuller commentary relating to price changes appears 
in the Appendix. 


Note: Because the number of organizations providing estimates is not constant through- 


(2) 


(3) 


(4) 


(5) 


out the period, the index numbers have been built up from overlapping year-to- 
year comparisons rather than from simple totals. The figures used for any given 
year cover the same firms as in the immediately preceding year. Thus, although 
the coverage of the index is narrower in certain years, there is no distortion 
arising from lack of figures for some organizations. 


Survey coverage indicates the extent to which the survey data represent the total 
investment for each sector. To obtain the ratios, dollars reported in this survey 
for 1970 are compared with dollars of capital expenditures reported for the sector 
for that year in Private and Publie Investment tn Canada: Outlook 1971, Mid-Year 
Review, Catalogue No. 61-206 (Ottawa: Information Canada, 1971)... The dollar data 
provide, as well, an indication of the weighting of each sector if*the total indexes. 


Does not include petrochemicals. 
Includes production and refining. 


Includes pipelines and distribution. 


Not comparable with Private and Publie Investment tn Canada. 


) 


These capital investment tntenttons for 1972, 
followed by quite sharp declines, especially among the 
business firms, in 1973 and for the balance of the survey 
period, represent a substantially weaker investment out- 
look than obtained in any previous capital investment 
survey conducted by the Economic Council of Canada. As 
emphasized in previous capital investment reports, the 
data provided to us in the survey should not be regarded 
as firm forecasts of actual expenditures, but rather as 
the tutenttitons of the various organizations at the time 
of the survey. As noted elsewhere in this report, concern 
ahd uncertainty, in connection with ‘eventsibothi@ @alacaa 
and elsewhere, were particularly prevalent at the time of 
this year's/survey.() Our “experience ToVveace tw Urey sec 
investment surveys indicates also that investment projec- 
tions are sensitive to changes in the business and econo- 
mic outlook and. subject''to substantial, alteration.) abe 
is rather evident, however, that if, -dads |pointed outiin 
the Council's recent publication Performance tn Perspec- 
tive; '1971,4/ €ull“and productive’ employment iepeeube 
provided: through’) to. 1975) for Canadas sfapid li aoa 
labour force, the levels of capital investment in plant 
and equipment projected in the current survey are inadequate. 


A new feature of this report is the provision 
of data to permit a comparison of the investment inten- 
tions! in the 1970 survey with the. currence outlock. .2bor 
this purpose, in addition to twndexes, the proposed dollar 
expenditures are shown for business capital investment, 
in stotadlvand .by «sector, -fom97 1. 4 O72 abo see ey 
the 1970 survey as well as from the current one. This 
is designed to provide a measure of the extent to which 
investment plans were altered during the course of the 
past, year --. information. that. is not revealed sanssthe 
index form of presentation. So that comparisons will be 
meaningful, the dollar figures pertain to companies 
common to the two surveys; i.e., they are produced ona 
matched: sample basas, tor. the 19/0 and) Mom curveysmas In 
a number of sectors, however, companies were added to, 
or dropped from, the survey this year. The figures from 
the 1970 survey which were adjusted at that time to 1970 
dollars have been inflated to 1971 values. Since the 
indexes reflect data received fromall organizations 
covered in the survey, in some instances they indicate 
somewhat different trends than the dollar figures that 
relate tomatched samples. 


i Economic Council of Canada, Performance in Perspec- 
vive, 12/71 (Ottawa: Information Canada, 107m et sec 
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The following table presents dollar data for a 
matched sample of 155 firms, out of the total of 200 
companies surveyed. As noted above, this form of presenta- 
tion displays the realization of investment plans» fore1971 
and the degree of modification, during the past year, of 
investment plans for 1972 and 1973 as well as for 1971. 


Total Business 


ee 


Capital Investment Intentions of matched sample of ifirms — 155 
(Millions of constant 1971 dollars) 


tn 


aici get Aigo iy 692 4 he WO ge Total 


1970 Survey 6,358.8 57 956'sG ape pehor il JH Pad os a ea | 
1971 Survey au oO. & 6,042.8 5,718.4 Loe. 3 


tn a roe 


These figures indicate that capital investment 
intentions for 1971 were revised downward during the past 
year by more than 7 per cent, from approximately $6.4 
balliaon at the time of the 1970 survey to a preliminary 
actual investment of around $5.8 billion at the time of 
the current survey. Upward revisions are shown for 1972 
and 1973, but the total for the three-year period remains 
lower in the 1971 survey than was planned one year earlier. 
It will be noted that whereas the tmdex of capital invest-— 
ment intentions for all 200 firms surveyed indicates no 
increase in planned capital expenditures in 1972, compared 
Wiehe LOpia: the doidar. figures. for thew) >be se ee 
matched sample show a planned increase from $5.8 billion 
imal. ol 10..S6+ 0,04 Llion.i nw LOS 2 sepO GeccGOUICN eae Oeste Gere 
These outlays tor, 19/2.are,. however, ;S ti babel Owe tuewon 
Dil la.on. planned: for Os). at »the, time On ere aaa Canes 


Tt. will... be,.noted..later inthis, venom. sthat jon 
a matched sample basis, a number of the individual sectors 
project a quite different capital investment pattern than 
that indicated by the entire group of companies in the 
survey. Further comment in this connection is made in 
the discussion of the individual sectors. 


As illustrated in the Appendix, capital invest- 
ment by all the business firms covered in this survey 
amounted to about 65 per cent of all business capital 
investment by the sectors surveyed. Exc luded from 
coverage were housing, agriculture, an AL etiiarc. oe. 
total, the organizations in this survey accounted tk 6 Fo 
around 55 per cent of all private and public investment 


in Canada in by/0. 
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Main Purposes of Proposed Business Investment 


The following table shows, for the companies 
that reported the information, the breakdown of their 
projected capital expenditures into the different purposes 
for which the proposed new facility was intended. Since 
projected business capital expenditures fall off substan- 
tially by 1974, the breakdown by main purpose is shown 
only through) 1973.) lh ishowiinr be noted) bia ti Oi oie 
capital projects, the differentiation between expansion 
and modernization/replacement would be difficult to make 
and that, in some instances, new investment for the purpose 
of modernization and/or replacement of existing facilities 
can be expected to provide increased capacity. Asa 
result, -this)data: may ibe ‘moresmeaningful ror identity ig 
trends or shifts in purpose than for providing an accurate 
breakdown, by purpose, of the proposed investment. 


Over 80 per cent of the companies inthis year's 
survey reported the purpose for which the new facilities 
were planned, whereas less than 70 per cent did so last 
year. 


Modernization Research Number of 
and and “Pollution Firms 
Expansion Replacement Services Development Abatement Other: Total | Reporting* 
(Per cent) 
1971 69.6 2Lek Tate 0.8 2.4 5.0 100.0 164 
1972 66.3 23ie2 £e3 0.6 255 6.1 100.0 164 
1973 65.0 23.8 1.4 0.4 2 ed. 6.8 100.0 147 


*Out of a total of 200 business firms surveyed. 


Almost 70 per cent of the 1971 investment in 
new capital facilities by the business firms reporting 
in the survey was designated directly for expansion of 
productive ‘capacity. \Similar’ tothe’ trend) Aanyweher 1370 
survey, this proportion is indicated to decline over the 
next, two years to°6S per centvini 1973. iy Moser iormene 
balance of investment is intended for modernization and 
replacement, which is expected to increase moderately 
during the period. "This suggests'that, on the basis ‘of 
capital expenditures planned at the time of the survey, 
some shift in emphasis is continuing to take place away 
from the installation of new facilities tothe moderniza- 
tion of existing ones. A,decline, of 50 pen, cent! 41s 
indicated from 19/71" Uo11973 in the proportion om Gamal 
investment designated for research and development facili- 


ties. Other categories remain little changed from the 
1970 survey. 


| A more detailed report of this information by 
industry group is shown in the Appendix of this report. 
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Rate of Capacity Utilization 


Using their own definition of capacity, which 
in most cases seems to be the operating level beyond 
which additional capital facilities would be planned, 
about two-thirds of the firms in this year's survey 

were able to provide information on this subject. Approxi- 
mately 60 per cent of the reporting companies indicated 
they were operating below capacity in 1971 -- a number 
ef them. as’ low,.as'.60..per.cent. | Two-thirds, orethe mane 
macturing firms reported excess capacity with the con- 
dition about equally prevalent throughout the different 
manufacturing industries. Some improvement is expected 
in 1972, especially among the nonmanufacturing firms, 

but over one-half of the manufacturing firms that re- 
ported anticipate excess capacity to persist during 1972. 
It will be seen, however, that in a number of sectors 
such as telecommunications and power utilities that 
typically make large capital expenditures, little or no 
excess capacity was reported. It may be observed, too, 
that in some sectors a degree of excess capacity will 
exist at all times and be regarded as normal. 


Business Outlook 


As the survey was conducted during the early 
part of October, almost all of the interviews had been 
completed prior to the presentation of the budget of 
October 14, 1971. At the time of the survey, the major- 
ity of the businessmen who expressed a view anticipated 
an improvement in business conditions in 1972. A con- 
Siderable number did not, however, express an opinion 
on this subject. Questions on the outlook for their 
own sales and profits received a greater response. A 
substantial majority expect increases in 1972 in their 
sales in Canada and, where relevant, a considerable 
number of those interviewed look for increases in export 
markets also. Approximately one-half of the respondents 
reported improved protite for 1971, and an increased 
number anticipate further gains in 1972. The point was 
made often, however, that these improvements represented 
a return from inadequate levels to more normal rates of 


js ot asp a i a 


Concerns 


Concern and uncertainty were expressed frequently 
about the new tax legislation, labour legislation, and 
competition policy being planned for Canada. There were 
indications that some firms had modified their investment 
intentions as a result. 


Additional concern and uncertainty were mentioned, 
a number of times, over the duration and possible effects 
of the U.S. ‘economic measures introduced in mid-August. 
Even among -companies that did’ not texpechyco bevarreecea 
directly by the U.S). actions, theremwas Meas inase se er 
their possible adverse effects on customers of the survey 
companies and on the Canadian economy in general. Some — 
businessmen suggested, on the other hand, that benefits 
might accrue to” Canada from improvements thacitne measures 
might effect on tne’ U.S "economy. Siicre was rete 
indication that capital investment intentions had been 
modified’ significantly in either direction at the time of 
the survey as a direct result of the U.S. measures. 


Other concerns included apprehension over in- 
creased foreign competition in Canada as a result of the 
U.S. surcharge, over international monetary conditions, 
availability of funds for large projects, and government 
policy on imports and foreign investment. 


Regional Distribution of Business Investment 


Thesregiona.l distributionsor thestagidaies 
represented by the capital expenditures planned by busi- 
ness firms is shown in the following table. Because 
projected outlays decline substantially by 1974, the 
regional allocation. is,shown only .chvougheel o/s.) ieee. 
be noted that only a few firms were unable to provide 
this regional information. , 


Atlantic Prairie British and 


Provinces Quebec Ontario Provinces Columbia 


(Per cent) 


ka6 17.4 3D iPapes) bee eee) Be B67 
Lora 8.2 Lae Ci ee: les 14.1 Lend ite 100.0 
Tsah 16.4 iret US SS) NP de Zoe 4.5 


*Out of a total of 200 business firms surveyed. 


1/ some of the U.S. measures such as the import surcharge 
and the buy-American feature of the investment tax 
credit have, of course, been rescinded since the time 
of the survey. 
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Among the survey companies reporting a regional 
breakdown of planned investment, the largest proportion -- 
aroun) 3./Mpexr: cent + <iifs designated afior vOntamio aumelo72 
and 1973, followed in order by the Prairie Provinces, 
Quebec, British Columbia, and the Atlantic Provinces. 

A substantial increase in the proportion of capital 
investment in 1972 and 1973, compared with 1971, is indi- 
cated for the Prairie Provinces, returning this region 
closer to proportions shown in earlier surveys. A marked 
decline is noted in the proportton reported for British 
Columbia, but the percentage for 1971 was considerably 
higher than the average of recent years. Consistent with 
the foregoing pattern, the largest percentage increase in 
capital expenditures by the reporting firms in 1972, rela- 
Eave,toslo7ty ‘is:projected: for theuPraariese sey ime eomne an 
British Columbia, the level of capital investment by 


reporting firms is’ indicated to be Wower lan! 1972etasnein 
ORL. 


In dollar terms, total business capital invest- 
ment over the next two years by the companies reporting 
is estimated at $12.2 billion, allocated as follows: 
Sa¢o0ebD1 lion to Ontario, .$2.2);ba ld onpeoOstnearraly ie 
Provancess,yS2.1 billaon-to- Quebec} isi yoebi wont rotates 
Columbia,iSl.0 billion to, the Atlant sey Provinces iahdecne 
balance to the Yukon, the Northwest Territories, or 
unallocated. 


Construction vs. Machinery and Equipment: Survey Total 


A breakdown of overall survey results between 
construction, and machinery and equipment is shown in the 
following table. This is the first of (nece sume as 
which a sufficient number of governments provided this 
breakdown for their data to be included with business 
firms and universities in the indexes of construction, 
and machinery and equipment. 


eee ede) AS Eee 


1970 “Woy Tl LOY coe LOPE UALO TS =~ 7976 


ee a ee eee eee ee ek 


1971 = 100 

8S.-0 BBL. 2 
Construction 85h297rl00e0 98.6 96:. 466 88..0 
Machinery and Equipment 92.1 -100.0. 103.8: [00 sen97 Je) ooo 


NN 
meer ee sire iad ancoennncmemt 


On the basis of these indexes, the outlook for 
l jeaker. thanvin 
investment in construction is wea , 
Se Raabe and equipment. Expenditures on construction 


Ed 


are projected to be lower in 1972 than in 1971 and to 
decline throughout the survey period. Outlays for 
machinery and equipment are expected to be about 4 per cent 
higher “in 2972 “and tien peop Op Ore gradually througn’ te 
1976. ‘As stressed "in previous reports, “however, the 
breakdown between construction and machinery proves diffi- 
cult for some organizations and, at times in the past, 

the survey results have not been completely representative 
of activity in the separate components of construction and 
of machinery and equipment. In an attempt to compensate 
for the relatively few organizations that were unable to 
provide this breakdown in the current survey, an average 
of the subdivision between construction and machinery for 
the sector represented has been used for those organizZa- 
tions in the above indexes. This is a new procedure in 
this “report; further comment’ on Tt TSH to, bere eure ane 
Appendix. 


On the foregoing basis, at the time of the 
current survey, expenditures on construction by all the 
organizations covered were estimated at $6.8 billion in 
1971 out of a total construction expenditure forecast of 
$12.8 billion as reported in Private and Publie Invest- 
ment tn Canada (PPI).1/ Expenditures on new machinery 
and equipment by these organizations were estimated at 
S4.2. Bb2rllionftorsl97)- out of a. total’ investment. in 
machinery and equipment of $6.8 billion (PPI). 


As pointed out earlier, housing was not covered 
in this survey. 3 


Review of Principal Sectors 


The following review of individual industries 
and sectors indicates that, at the time of the survey, 
the only significant increases in business capital 
expenditures being planned for the next two to three 
years were in Transportation Equipment, Oil and Gas, 
Telecommunications, and in the Trade, Finance and Other 
Commercial category. The medium-term investment outlook 
1s relatively weak in most of the other sectors surveyed, 
though a few such as Primary Metals, Chemicals, and Oil 
and Gas Transmission show planned increases in capital 
outlays “1 Lo72'. 


d/ 


Based on data from Statistics Canada (formerly 
Dominion Bureau of Statistics); and Department of 
Industry, Trade and Commerce, Private and Public 
Investment tn Canada; Outlook 1971, Mtd-Year Review, 


eonviecal No. 61-206 (Ottawa: Information Canada, 
of Wn hate 


be 


. Among the universities surveyed, increased 
expenditures are planned for 1972, followed by investment 
in 1973 and 1974 at close to 1971 levels, then dropping 


off sharply towards the end of the five-year period 
covered in the survey. 


. The reporting governments indicate a moderate 
increase in spending on capital facilities in 1972 and 


1973, followed by steady year-to-year declines for the 
balance of the period. 


In accordance with the procedure followed in 
recent capital investment surveys, this report shows the 
degree of coverage, where possible, of the capital invest- 
ment anticipated by the various groups covered in the 
survey in relation to total capital investment in Canada 
for each group, as reported in Private and\Pubite Invest- 


ment tn Canada, For four industries -- Chemicals, Oil 
and Gas, Oil and Gas Transmission, and Transportation and 
Storage -- a different grouping of the companies or part 


of their operations is used in this survey than in PPI, 
and a comparison of the results is not meaningful. 


As explained in one of the footnotes to the 
table of indexes near the beginning” ofthis? repore,* the 
indexes are constructed from overlapping year-to-year 
comparisons and make provision for fewer organizations 
reporting towards the end of the period. A complete 
summary of the indexes is presented in the Appendix. 
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Manutacturing .— .lotatl 


A. Index of Capital Investment Intentions of all firms reporting - oT 
(1971 = 100) 


LO 7-0 Loa LOT? dpe We LOA? LoS ye" ore 


Construction POOe ar a ORD, As! 91 a2 ~49 SOF 040. 5) 136.3 
Machinery & Equipment 102). 1°) “LOO70: "108.4 LOOtG rs 9254. MASS Oa 6 
Total LOG 3: TE 0 310 Dearth 97 a7? T9884 + E805 966.8 

B.. Capital Investment Intentions of matched sample of firms -#72* 


(Millions of constant 1971 dollars) 


cen A a NE a 


1s gat 1972 1973 Total 
1970 Survey bees Sir] IS eT hp LO 5 ook oS jocO.) 


1971 Survey LJ O24 4/7 1,149.3 1, 0997.6 36.2156 


ee en mm a 


* See description of matched sample on page 7. Note also that while the 
upper table (A) presents data in usual tydex form for the current survey, 


the lower table (B) presents a ener g on of .current data with datas from 
the survey one year eariter, in dollar form. 


This sector comprises all the manufacturing 
companies covered in the survey. Separate indexes, data, 
and discussion follow for the individual manufacturing 
industries into which total manufacturing is subdivided. 


Capital expenditures by the 91 manufacturing 
companies surveyed are expected to amount to $1.5 billion 
in L971. From ‘section Avor the, foregoing wtablegigwaas 
seen that this represents a modest decrease for this group 
of firms from 1970'-levels- further small declines "are 
projected in’ 1972 ,.and 1973 "with a substantialmwdwopeLi ain 
1974, 1975, and 1976. The declines are consistently more 
pronounced in construction than in machinery and equip- 
ment. On the basis of data provided an 2ravareua wa ve 
Investment tn Canada, in 1971 the total group of manufac- 
turing firms in the survey represented around 52 percent 


of the capital expenditures of all manufacturing firms 
in Canada. 
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Section B of the table indicates that 72 of the 
manufacturing firms were covered in both the 1970 and 1971 
surveys. Among these firms, capital investment intentions 
for 1971 were revised downward during the year by almost 
eo per cent -—~from around $1.4 ‘bal Pionseae reported in 
the 1970 survey, to-a- preliminary. actual expenditure of 
Just over $1.0 billion reported in the current survey. 
Downward revisions have also been made for 1972 and 1973, 
leaving the outlook at present for the three-year period 
a expendtuures’of $3.3 biblion, compared with intentions 
expressed a year earlier of S37e"billivon for thersanc 
three-year period. An increase in expenditures is planned, 
however, by this group of companies in 1972 as compared 
with 1971. The reviews of individual manufacturing indus- 
Eyes that follow will indicate the sectora tnew i em 
modifications of capital investment intentions were most 
marked during the period between the 1970 and 1971 surveys. 


In the breakdown of capital expenditures by 
purpose for the entire group of manufacturing firms sur- 
veyed, the proportion allocated for expansion of output 
is expected to decline from 57 per cent in 1971 to just 
over 50 per cent in 1972 and 1973. The share of invest- 
ment assigned to pollution abatement is seen to decrease 
as well, while increased proportions are projected for 
modernization and replacement, and for service facilities. 


Of the 81 manufacturing firms that provided 
information régarding capaereyy, (two=thiradsvougerticen 
reported that ‘they had éxcéss capacity in* 9717 a tew, 
as much as 40 per cent. Some improvement in operating 
rates was expected in the coming months but over one-half 
of these firms anticipated unused capacity during 1972. 


A substantial majority of the manufacturing 
firms expect sales increases in 1972 and 1973 in domestic 
markets and, where applicable, in export markets. At the 
time of the survey, most of them were anticipating 
improved profits as well during the next two years. 
Especially among this group of firms, concern was 
expressed over the possible effects of recent U.S. ec ono- 
mic measures and over pending Canadian legislation relating 
to taxation, and labour and competition policies. 
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B. 


Manufacturing - Food and Beverages 
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Index of Capital Investment Intentions of all firms reporting - 7 
(1971 = 100) 


1970 LOL EOFS LOTS 1974 1975)... 976 


Construction OY EZ O SAY OD Sina 7 Sur 6.6 SOS) Tad. 2 

Machinery & Equipment 99.58. LOO, OM FLOSS RA n92 ak B46 PQrgtox wirOlt «2 

Total LOB. 1 E00 20 > RW AS aR eS. ISak 68.4 54.9 
Capital Investment Intentions of matched sample of firms - 7 


(Millions of constant 1971, dollars) 


LOT. L972 1973 Total 
1970 Survey LO2Zu2 88.4 FGacL 250 ..6 


1971 Survey 84.3 SB bso 74.1 240.3 


The survey covered seven large companies in the 
food and beverage industry, representing meat packers, 
food processors, brewers and distillers. This industry 
is comprised of a large number of companies, and the 
capital expenditures of the survey firms represented only 
about 30 per cent of capital investment for the entire 
industry in 1970. As a result of this relatively low 
degree of coverage, the survey results may not be repre- 
sentative of the entire industry and should be viewed 
according ky. 


In 1971, capital expenditures as reported by 
the seven survey companies were expected to total $84.3 
million, down considerably from 1970 levels. A further 
moderate decline is anticipated in 1972, followed by 
substantial decreases progressively through to 1976. 
Similar to the pattern for the overall manufacturing 
sector, declines are markedly more pronounced in construc- 
tion than in machinery and equipment. 


In the food and beverages industry, the same 
firms were covered in both the 1970 and 1971 surveys and, 
as a result, the dollar figures in section B of the table 
correspond with the index figures in section A. It will 
be noted from the former that, during the past year, 
capital expenditure plans were revised downward substan- 
tially for: 1971 and to a lesser extent for 1972. 9 eee 
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were revised upward for 1973, but the three-year total 


remains considerably below the level projected in the 
1970 survey. 


However, indications are that,,.parbicudarldy..in 
1973, an increased proportion of capital investment -- 
around 65 per cent -- will be devoted to expansion, com- 
pared with about 60 per cent in 1971. Corresponding 
reductions are projected in outlays for modernization 
and replacement and for pollution abatement. 


Consistent with the rather weak outlook for 
capital expenditures in this industry,»most of the farms 
reported operating below capacity in 1971 and expected 
Ears Condition: toveontinue annwi972. 


The general outlook among the firms reporting 
was for increased sales and improved profits in both 1972 
endrd97 35 


Manufacturing - Pulp and Paper 


A. Index of Capital Investment Intentions of all firms reporting - 31 


(1971 = 100) 
1970 ie Wook ip 133 1974 Se Helle Be 6 
Pez 3830.) Sorel 
Construction TOSP? 1U0SD) GU US: . 2S 
Machinery & Equipment 106.9 100507 9820 S78 (92.2 68.2 »56.1 
Total O3e4% 10C209n 83-9 9505 + 7652 5606. Ad. 2 
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i Lons hed sample of firms - 21 
. Capital Investment Intentions of matc 
i a (Millions of constant 1971 dollars) 


1971 1972 1973 Total 
283.7 288.7 317.9 890.3 
at es 248.5 251.0 251.8 eno 


se ST 


The 31 companies Oye Tse ae rue survey ate 
art, producers of pulp an paper; a few 
sees i: and Soh wood products. Capital invest- 
ment by these companies in 1970 represented an estimated 
56 per), cent of the total investment by the pulp and paper 
and forestry industries. In 1971, the 31 companies sur- 
veyed planned capital expenditures of $446.4 million, 
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up about 7 per cent from 1970. For the balance of the 
period through to 1976, ‘the outlook is*for’deetiunes=an 
outlays to well below 1971 levels. Except for 1973, 
weakness is particularly pronounced in projected expendi- 
tures on construction. 


The matched sample of 21 companies covered in 
both the 1970 and 1971 surveys presents a rather different 
pattern of planned investment. Projected expenditures for 
1971, 1972, and 1973 were cut back very appreciably during 
the past year but are expected to remain essentially at 
1971 levels for the two following years. With some excep- 
tions, these firms have cut back on expansion plans, or 
postponed them to 1973 or later, while maintaining the 
level of investment necessary for modernization or 
replacement. The firms added to the survey this year 
were involved largely in the construction of new mills. 
Capital outlays on these new facilities reached a peak 
during the past year and are expected to decline sharply 
in 1972, as reflected in the index relating to all com- 
panies surveyed. Thus, in this industry, planned capital 
expenditures for the 1971 to 1973 period have tended to 
shift somewhat from older established firms to new companies 
entering the field with new pulp and paper mills. This 
trend is also evident in the breakdown of capital invest- 
ment by purpose. 


In 1971, over 50 per cent of expenditures were 
for expansion, with ‘the, proportion dropping sharplycto 
just over 40 per cent for 1972 and returning to around 
49 per cent sin 1973.8 In jthe, same- period) vouGlavomeo: 
modernization anc replacement increased markedly, from 
around 32 per cen of total investment in 1971 to over 
45 per cent in 1972 and to 40 per cent in1973. Expendi- 
tures on pollution abatement are shown to decline from 
over li per icent) of Gotad: amyl 97 lesbo, aroundadespow Cenc 
by 1973, at least part of which may be due to the incor- 
poration of pollution control features as an integral 
part of new plants and equipment. 


Fewer than one-half of the companies were 
operating at capacity in 1971, but justwover sOugseumcent, 
including new establishments, expect to utilize their 
Mid CapaS vues! “neko /2e. 


Mostof" the fficia lssanterygewedman eis 
industry are looking forward to increased sales in both 
domestic and export markets in 1972 and to some improve- 
ment in profits (or a reduction in losses). They 
expressed concern, nevertheless, over the effect of the 
exchange rate on the Canadian dollar, and about UsSts price 
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eenerois) "in ther faeeror continually increasing operating 
costs, particularly for labour, and expenditures for the 
control of pollution. Concern was voiced also over the 
higher effective taxation rates in Canada for companies 
operating in an internationally competitive industry. 

Some mention was made, too, of the unsettling effects of 
various government incentives to attract new capacity at 

a time when existing mills were experileneing’ 4itricutty 

in providing adequate funds for modernization requirements. 


Manufacturing - Primary Metals 
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A. Index of Capital Investment Intentions of all firms reporting - 12 


(1971 = 100) 
1970 Loyd L972 1973 1974 bibs Wie Wipe! be io) 
Construction L73:265 100. Ong 295-99 Pile, 753 ae Det ee2.4 
Machinery & Equipment Sie Die LOO gy aisle BAe a6 aso 5056) 63-6 
Total DEV Gr “T0070 aes BG at 1G we 50 S6n OG.) 
B. Capital Investment Intentions of matched sample of firms - 12 


(Millions of constant 1971 dollars) 


LOD LOY 2 BRS ye Total 
1970 Survey 908.0 415.6 300.4 228.0 
LO71 Survey 336.0 Bo. 2 324.5 1,046.3 


The companies in the survey are engaged in the 
manufacture of primary aluminum, (steel }-Vand base metas 
products. Their capital outlays in 1970 represented 
84 per cent of the total investment by the primary metals 


iNausStry . 


Capital expenditures in 1971 by the survey firms 
were estimated at $337 million, up slightly from 1970; and 
an increase of around 14 per cent is planned in 1972, with 
the largest increase projected for expenditures in con- 
Struction. Sharp declines are indicated for most of the 


balance of the five-year survey period. 


The dollar figures reveal that capital expendi- 


tures were cut back during the past year by about one-— 
third for 1971 and substantially for 1972 as well. While 


plans for 1973 were modified upwards during the year, 


a, 


total planned outlays for the three-year period, LOF bate 
1973, are well below projections of a year earlier. 


The proportion of total capital investment 
allocated to expansion of facilities is expected to 
decline from about 68 per cent in 1971 to 65 per cent in 
1972, and just. over 60 per cent 1ny1973.\) Ai declanegie 
projected also in the proportion of investment for the 
purpose of pollution abatement. Corresponding increases 
from 19 per cent to 26 per centiane indicated (ton moderne 
zation and replacement, and from 2 per cent to around 
3 per cent for service facilities. 


Most of the companies expect domestic sales to 
increase in 1972 and 1973,.but fewer of) themmanticipate 
increased export sales or improved profits. | Thisvis pone 
of the industries particularly concerned over the possible 
effects of changes in U.S. economic policies. 


Manufacturtng - Chemicals 


A. Index of Capital Investment Intentions of all firms reporting - 8 
(1971 = 100) 


1970 bo Paik Loe LOWS 1974 LO 7 or sLorG 


Construction 140.1 100.0 7 oie2 Pf Al see jako aah 2.6 
Machinery & Equipment 12360" LOOROS (055.5) eS ee geeks «ketene 
Total OS 2s OURO ye ay oe 96'.3 6979 "S050 “4052 

B. Capital Investment Intentions of matched sample of firms - 5 


(Millions of constant 1971 dollars) 


oet L972 ge ge Total 
1970 Survey 86.0 B00) 65.6 Oe ae 
1971 Survey Jae O op re k 74.1 208.8 
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The eight companies that participated in the 
survey are major chemical manufacturers. Their capital 
investment figures cannot be related directly to data in 
Private and Publite Investment tn Canada, but it is esti- 
mated that coverage by the survey represents a substantial 
proportion of the total capital investment in the chemical 
industry, exclusive of the petrochemical operations of the 


oil refining companies that are included in this report 
under Oil and Gas. 


a0) 


The survey firms plan to spend $168 million in 
1971, down substantially from 1970. A modest increase 
of about 10 per cent is estimated for 1972, but invest- 
ment intentions decline then to very low levels in the 
latter years of the survey period. Planned investment 
in construction is particularly weak. 


In the matched sample of five companies that 
were covered in both the 1970 and 1971 surveys, it will 
be noted that planned expenditures for 1971 were cut back 
from $86 million to $53.6 million -- over 35 per cent -- 
during the past year. While a projected increase for 
1973 indicates that some projects may have been deferred 
rather than cancelled, the three-year total for 1971 to 
1973 is considerably reduced from one year ago. These 
five companies are planning substantially increased expen- 
ditures in 1972 over the reduced levels in 1971, but the 
projection for 1972 still falls below the level planned 
me yecds, ago, Lor, LO7L. 


A substantial proportion -- around 75 per cent -- 
of the capital investment in 1971 was designated for 
expansion, and the proportion is expected to remain around 
70 per cent for the next two years. Inereases are pro- 
jected for service facilities, research and development 
and, especially in 1972, for pollution abatement. 


Five of the companies reported operating below 
capacity in 1971 and do not anticipate much change in 
1972. Those which responded expect, however, that both 
domestic and export sales will increase and that profits 
will improve in 1972 and 1973. 


Concern was expressed during the survey over 
the lack of protection provided for the Canadian chemical 
industry against imports of synthetic textiles and some 
other chemical products. 
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Manufacturing - Transportation Equipment 
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A. Index of Capital Investment Intentions of all firms reporting - 6 
(1971 = 100) 


1970 LOW: a ya Lo73 1974 dS i ls L976 


Construction 14662 210050 135 ..7W ALGO. ye E08 231) 2 hoe BerOG 2 
Machinery & Equipment 178.3 100.0 96.3 12728, 11923 1121 Orel04e- 3 
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B. Capital Investment Intentions of matched sample of firms - 4 


(Millions of constant 1971 dollars) 


Loa LOW 2 ES rie Total 
L977) Survey 64.5 C42 os. 37.4 141.4 
1971 Survey 41.6 Sore + ya: Ow 


The six firms surveyed in the transportation 
equipment field are largely manufacturers of automobiles 
and. aircra£tt;: orfaircrakt: components.) ThesoutgiLiook For 
capital investment was considerably more buoyant among 
the automobile firms than the aircraft firms. In 1970, 
their combined capital expenditures represented 73 per 
cent of the transportation equipment industry, as reported 
in Private \andePublic inves menu i Catoaadr 


In 1971, the companies in the survey expected 
to spend around $108 million -- down very substantially 
from 1970 expenditures, as had been anticipated in the 
1970 survey. Marked increases from 1971 levels are pro- 
jected for 1973 and 1975, and to a lesser extent: for 
1974. For the most part, increases in construction are 
greater than in machinery and equipment, and this is one 
of the relatively few industries that show sustained 
strength in planned outlays on construction. 


In the four firms for which data are comparable 
in the 1970 and 1971 surveys, capital investment inten- 
tions for 1971 were reduced by around 35 per cent during 
the period between the two surveys. Projected expendi- 
tures for 1973 were increased substantially, suggesting 
that some projects or retooling plans may have been 
deferred from 1971 to 1973. Totadmolttiavc frorsenemumeee 
year period are only moderately lower inthe 1971 survey. 
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As noted in earlier reports, the breakdown, by 
Epos, of proposed capital investment by this group of 
companies is distorted somewhat by projected tooling costs 
that are included in the "Other" categoryaegEee will be 
noted that the proportion of total expenditures allocated 
to these costs is expected to increase substantially in 
LO D2 and 1973 to close to 50 per cent from around 27 per 
cent in 1971. .Increased shares are indicated also for 
modernization and replacement and for service facilities. 
Corresponding reductions are indicated for expansion pro- 
pects andGpollution controls 


In all but one of the companies that reported, 
operations were below capactty in 1971, and this condition 
was expected to continue in 1972. The outlook for sales 
and profits was mixed, with as many companies anticipating 
decreases as increases. 


Manufacturing - Other 
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A. Index of Capital Investment Intentions of all firms reporting - 27 
(1971 = 100) 
1970 ihe L972 Lo das 1974 the gS 1976 
Construction LO7'.9, LOULC 66.8 O46 43.2 57.4 ape. 


Machinery & Equipment 81/0* LOOLO LO7. BL ria Ss ee eee eo 


Total SSrtraL00.@ 97.0 9328 HIOh. Salou ST Eloo. 8 
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B. Capital Investment Intentions of matched sample of firms - 23 
(Millions of constant 1971 dollars) 


1971 1972 1973 Total 


—— 


1970 Survey 343.4 361.4 S739 078.5 
1971 Survey 260s) 310.8 31S. 4 890.4 
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The companies surveyed in this sector manufac- 
ture a wide range of products such as electrical and 
electronic products, cement, glass, textiles, tobacco, 
rubber, and machinery and metal products. In 1970, the 
27 companies covered in the survey accounted for around 
29 per cent of total capital investment by this "Other 


Manufacturing" category. Because of this low degree of 
coverage in the survey, the results reported here should 


be viewed with particular caution and should not be 
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regarded as necessarily representing the investment pattern 
of this entire, heterogeneous industry sector. 


Expenditures in 1971 by the group of companies 
surveyed were estimated at $356 million, up appreciably 
from 1970 outlays. Because of steady increases in invest- 
ment in machinery and equipment, expenditures by these 
companies are expected to remain roughly at 1971 levels 
throughout the period to 1976. Anticipated outlays on 
construction drop off sharply eo raroundionesialt or engi. 
expenditures and remain in that area through to 1976. 

The sustained investment in machinery and equipment is 
due largely to the inclusion in this category of the out- 
put of some of the companies, such ae (computer tMmanurac— 
turers, whose products are frequently leased rather than 
sold to the user and are regarded as capital equipment. 


Among the 23 companies covered in both of the 
two latest surveys, capital investment intentions for 
each of the years 1971, 1972, and 1973 were reduced 
substantially during 1971. The total for the three-year 
period was close to,20: per,.cent lower at the time of the 
L971 survey" than, a).vear earlier l, “MOP m@unGse won eat ee mitt 
the matched sample, a substantial increase in investment 
is planned for 1972 compared with 1971, but the antici- 
pated 1972 expenditure is still well below the figures 
projected in the 2970 survey for either 1971 Or Pov2. 
Since between 30 and 40 per cent of the capital invest- 
ment indicated for this diverse group of companies repre- 
sents ,product capitalization, as outlined above..an 
assessment of survey results, in terms of the purpose 
for which expenditures are planned, is not very meaning- 
ful for these companies. 


A substantial majority of the companies reported 
they were operating below capacity in 1971); Vand Pittle 
change was anticipated in 1972. ‘Most of them expect, 
however, that both sales and profits will show increases 
Aer D7 2 eNO Oe 
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Mining 
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A. Index of Capital Investment Intentions of all firms reporting - 20 
(1971. LOG) 


slike 16/8 © lament Bi yt 1972 LOTS ee LOPE LOTG 
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Construction 66.3” LOO.G DUO cede a ete Lhe meee Os A 
Machinery & Equipment 7120 “sLO0TO' MIO TS: 9 5459 S55 rr ase te 120.7 
Total G92 / LOOPo 9ORS “5 PISRLSs ON SLSR 75.1 
B. Capital Investment Intentions of matched sample of firnhs — 14 
(Millions of constant 1971 dollars) 
sie al 1972 Lora Total 
1970 Survey 404.1 431.5 211.4 14047 .0 
1971 Survey 423.2 485.4 aver" see Se 
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The mining companies in the survey are engaged 
in the mining of asbestos, coal and potash, as well as 
metals. On the basis of 1970 figures, they are estimated 
to represent virtually full coverage -- 98 per cent -- of 
Che) capital, expenditures, of. they Canadian minima nade tes 
as a whole. 


Capital investment of around $860 million was 
estimated by the survey companies in 1971, an increase 
of more than 40 per cent over expenditures in 1970. A 
moderate reduction is anticipated in 1972, followed by 
sharply’ Lower \levels: of: anvestment; melatime stoglO/]7etor 


the balance of the survey period. 


The matched sample of 14 survey firms indicates 
that investment intentions for the period from LOT hs ec 
1973 were revised upwards considerably during the past 
year. Moreover, in contrast to the moderate decline 
indicated in 1972 for the entire group of companies sur- 
veyed, the firms in the matched sample expect a substan- 
tia) Snerease in 1972. As noted in previous reports, 
this pattern of apparent reduction in levels of forward 
medium-term capital investment, followed by upward 
revisions as time progresses, has been rather typical of 
the mining industry. This year, however, the reduction 
appears one year earlier and is more marked than in 


previous surveys. 
2a 


Almost, 80 percent of the expenditures repouted 
for 1971 in the current survey were planned for expansion, 
with the proportion dropping to around two-thirds for the 
next two years. Outlays for modernization and replace- 
ment are expected: to;increase Erom around .loypersecene ler 
total expenditures in,19%1<tolaboute2s> per cent aioe. 
Investment in facilities for pollution abatement is also 


expected to increase. 


Almost one-half of the mining firms surveyed 
reported that they were operating below capactty PnGLo 1; 
but the majority of them expect to beat full capacity in 
1972. Most of them anticipate increases in 1972 and 1973 
in both domestic and export sales and look for proftt 
increases as well in the next two years. 


Main concerns expressed by the mining industry 
related to government policies -- both federal and 
provincial -- in fields such as taxation, foreign invest- 
ment and’ the location of processing facilities, as well 
as to economic and monetary conditions in foreign markets. 


Oil and Gas 


A. Index of Capital Investment Intentions of all firms reporting - 23 


(1971 = 100) 
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(Millions of constant 1971 dollars) 
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The companies surveyed in this industry range 
from those concerned only with the discovery and produc- 
tion of oil and gas to the fully integrated companies that 
are also engaged in refining and marketing and in the 
production of petrochemicals. Direct comparison with 
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figures in Private and Public Investment in Canada is 
not possible, but the survey is estimated to cover a 


major proportion of capital investment in the oil and 
gas industry. 


The survey companies planned to spend over 
$900 million in 1971 -- a sizeable increase over 1970. 
Further increases are projected for the next two years, 
with most of the increases occurring in construction 
which includes well drilling. 


Dollar figures for the group of firms surveyed 
om both, 1970.and 1971, show that, during thes pase oar 
planned expenditures were increased moderately for 1971 
and guite substantially for 1972 and 1973. 


Expenditures on expansion remain steady at 
around 62 per cent of total investment during the 1971 
moO L978 period. In 1972 and/1973,/"some Shitueie = nese, 
from outlays for modernization and replacement to a marked 
percentage increase in facilities for pollution abatement. 
This trend towards increased expenditure intentions for 
control of. pollution was,noted salso inthe 1970 sumvey. 


All of the companies in the survey anticipate 
increases in both domestic and export sales, together 
Pitas Oher «p70 fiat Siyt (LN wb O72. .0Ik lO) aa 


Particular concern was expressed in this 
industry over possible shifts in policy regarding foreign 
ownership and over some of the changes proposed in taxa- 
tion and competition policy. 
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Oil and Gas Transmission 
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A. Index of Capital Investment Intentions of all firms reporting - 10 
(1971 = 100) 


Lae0 397 L942 Be iy 1974 Ue ge 1976 


Construction 49.4 100.0 113.4 SRY L004 ho eer C2un 
Machinery & Equipment 136.2 100.0 119.7 100.9 136.5 194.8 125.2 
Total 63.8" LOGSO ™ trate 9333 87 SOs ee 73..0 

B. Capital Investment Intentions of matched sample of firms - 8 


(Millions of constant 1971 dollars) 


LORE OZ Lo73S Total 
1970 Survey 449.5 oe a 350.0 DLS 2.. 0 
1971 Survey 451.0 516.6 420.2 Loui s3 


a en ne A 


The group of companies surveyed in this industry 
includes the major oil and gas pipeline firms and the _ 
larger gas distribution utilities. Capital expenditures 
by these companies are estimated at around $465 million 
in 1971L, ‘up "sharply trom 197 Oli Porehis) Undone eee aooy 
direct comparison is not possible with investment reported 
in Private land Purtic [nvestment tn Canada. 


A further increase in expenditures is planned 
for L9O72; “and “again in) LO7S swith ourlaya in themoer 1 
years of the survey period running considerably below the 
rather high 1971l levels.) (Except an lO 2a lion cere 
increased expenditures are for machinery and equipment. 


During the past year, the firms comprising the 
matched sample revised their capital expenditure inten- 
tions sharply upward by close to 50 per cent for 1972, 
and: py. 20” periicentwiar ei over 


Virtually all of the investment by the survey 
firms is for expansion of capacity. 


About one-half of these firms reported that 
they operated below capacity in) 1972, but most of tuem 
expect to be at capaetty in 1972. All of ‘them anticipate 
imcteased eales and profits anvaey2vand) lores 


In this regulated industry, most of the concern 


expressed was over the time involved awaiting the deci- 
Sions of the regulatory authorities. 
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Transportation and Storage 
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A. Index of Capital Investment Intentions Of alt rirtms ‘reper cung or 


(1971 = 100) 


SS RS SS SSSIE GSES 


1970 LOVE be W Ae emeek 5: eI Sas: He Po We 1976 


Construction 6B8..55 5 1 O0wOr) G25 die geek Urner 66.4 61.5 
Machinery & Equipment 11143) 10020), Ssos9omsares: “S7F5r toes 56.3 
Total 99.69). LOOHOY "86.6 “84.1 “ena S4.9° 59.0 

B. Capital Investment Intentions of matched sample of firms - 8 


(Millions of constant 197] dollars) 


eR A NN A 4 me Re rp he cece 


igs ei) ode L973 Total 
1970 Survey pee 615.5 ee): 2p 1,784.6 
1971 Survey 544.7 469.4 476.5 1,490.6 


Ca an ne Ar Sh a poet once so 


This industry group includes airlines, railways, 
motor transport companies, steamship lines, city transit 
systems, and grain elevators. The companies surveyed 
estimated 1971 capital expenditures at around $600 million, 
the same as in 1970. Investment is expected to decline 
substantially in 1972 and then to remain steady at that 
Tevel through 1975.,.This. may,be.due, ab Jeasteinenei a, 
to a trend towards leasing rather than purchasing some 
large capital equipment. 


In the matched group of firms, there was a 
moderate reduction during the past year in planned expen- 
ditures for 1971 and a sharp cutback in projected outlays 
ane 1972 and 1973. 


The largest proportion of capital investment by 
the survey firms is for modernization and replacement, 
with almost all of the remainder allocated to expansion. 
Little variation is indicated for the 1971 to 1973 period. 


A number of the firms reported that they were 
; in 4LO7E, & but Yoni one 
operating at less than capacity in ’ ily 
Rasaaned to be below capactity in LOT24>9 The Mma yomMLeeot 
them expected increased sales .iny197Z2 land 19738, but the 
rofit outlook was mixed, with some expecting an increase 
aha some a decrease, and some anticipating no change. 


oo 


Telecommunications 
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A. Index of Capital Investment Intentions of all firms reporting, = 700 
(1971 = 100) 


LOZO Toa WO Jie se 1974 Tee Whe’ L976 


Construction 99.7 ( LOO.0N (111.7, -L2E5.0' oor 2 
Machinery & Equipment 84 22)! TOOL £107.00 F/O. Sa kG Ae eee, 
Total 89.247 LOO 40? “FOS .5. 112.0), LASS Z0loe 12420 

B. Capital Investment Intentions of matched sample of firms - 10 


(Millions: of constant 2971 dollars) 


Lor O72 1973 Total 
1970 Survey 808.9 ho stats aes 894.5 ape eM OPS, 
1971 Survey 79269 SoU L Soya 2,540.9 


This industry group is comprised of telephone, 
telegraph, and broadcasting companies. Coverage by the 
survey is estimated at over 90 per cent of total capital 
investment in the industry. Expenditures of about $790 
million were planned for 1971, representing an increase 
oPTabout 12 per cent over"1970V"" The outlook is for 
moderate annual increases through to 1976, fairly evenly 
divided between construction and machinery/equipment. 


The same firms were in the 1970 survey and the 
dollar-figure comparison reveals a small reduction during 
the past "year*'in capital’ expenditure intentions for 1971 
and LO7 Sy The totaVaror~“theyrno Vitor lo 73? pe Prod rena ris 
essentially unchanged, however, from the 1970 survey. 


The allocation by purpose of the proposed 
investment remains virtually unchanged as well, at around 
66 “per cent “for expansion; 3 P’per «cent *for*modernizgativon 
and replacement, and 3 per cent for services. 


All of the firms reported that their facilities 
were operating at capacity and they expected to continue 
to do so in the coming year. They expect increases in 
sales in both 1972 and 1973, but only one-half of those 
who reported expect profits to increase during the period. 


The main concern expressed by these companies 
was their ability to raise sufficient capital, within a 
regulated rate structure, to provide a ‘desirable devel 
of service and to keep pace with new technology. 
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Power Utilities 
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A. Index of Capital Investment Intentions of all firms reporting - 15 


(LOTT 200) 

LOT Oe Lay PSB Mes LOS 1974 Los 1976 

Construction | 28 1a hee ie Os D 85.0 S7 ea Oa. 103 4S 
Machinery & Equipment SOG, LOO Wo gor o LOO. ae ee a oe SL 
Total O's Ln pO Oe soe? DOL oe Yo.0 , 05.7 

B. Capital Investment Intentions of matched sample of firms - ll 
(Millions of constant 1971 dollars) 

Coy. Lowe 1973 Total 
ee ee ee 

1970 Survey 136932 1,423.2 1,364.1 4,480.5 
1971 Survey l 388. 9 1,437.5 Ly aS5es 4,456.7 


Companies in this group are engaged in the produc- 
tion of electric power, and the survey is considered to pro- 
vide full coverage of the industry. Capital investment in 
19/7 14 was. estimated at. $1.7,.billion, up jabout5ooper scentarrom 
1970. Expenditures are projected to decline, however, in 
1972 and to remain below 1971 levels through to 1976, when a 
small increase of about 6 per cent is indicated. The interim 
reductions are planned in construction, with outlays on 
machinery and equipment expected to remain close to those 
estimated for 1971. 


From a review of the dollar figures, it will be 
noted that over $100 million was removed during the past year 
from planned 1971 expenditures but that a substantial portion 
of the amount was added to 1972 and 1973 estimates. 


In the current survey, a somewhat higher proportion 
of capital: investment -- around, 95 per cent -- is allocated to 
expansion than in the 1970 survey. AN increase 1s noted also 
for modernization and replacement, while expenditures on re- 
search facilities are expected to drop from over 2 per cent 
finale (42 tO+ 7 ero: nih 73% 


Four of the reporting firms had operated below 
capacity in 1971, but only one expected to have spare capacity 
in the year ahead. All anticipate increased sales in 1972 
while a few foresee a downturn in 1973. Among the relatively 
few firms that expressed a view on proftts, the outlook was 


mixed. 

Concern was expressed particularly over rising 
control of pollution, ability to raise 
to meet ever-increasing needs for electri- 
hnology in the generation of power. 
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operating costs, 
adequate capital 
city, and new tec 


Trade, Finance and Other Commercial 
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A. Index of Capital Investment Intentions of all firms reporting’ =— 20 


(197 ver L00)) 

niet obec ee Neda 06 UN A a yl A la 

1370 Lara: L972 soe 1974 DKS L976 

Construction 81.8.0 500.0 OG ok B.L..0 65.4 43.0.°39.7 
Machinery & a ater LOOV2" VLOO.O). E4078" 145.6 (loo 4 We Oo. oO eaee 
Total 89.47 O00. 0 MLL4 6.) LO7 6 94.9 TL TMS 

B. Capital Investment Intentions of matched sample of firms - 15 
(Millions of constant 1971 dollars) 

POP Dov2 Lon fotal 

1970 Survey 241.6 any Ve «3 196.0 6TG.9 
1971 Survey BIS 30 Pail 2 WS, 205.5 624.0 


Included in this sector are banks, department 
stores, chain stores, and other firms engaged in a variety 
of commercial services. Because of the wide range of com- 
panies represented in this group, the 20 companies in the 
survey accounted for only 16 per cent of the capital invest- 
ment of the sector in 1970. On this account, and because 
of the heterogeneous nature of the sector, the survey 
results may not be very representative of the entire group 
and should be interpreted accordingly. 


The planned investment of the survey firms in 

1971 was just under $300 million, representing an increase 
over 1970 of more than 10 per cent. <A further increase of 
almost 15 per cent is estimated for 1972, followed then by 
quite sharp projected declines, especially after 1973, for 
the balance of the survey period. Expenditures on machin- 
ery and equipment are expected to remain well above 1971 
levels *throughout most of “the period, but: the ounlook for 
construction is very weak. 


During the past year, the 15 firms in the matched 
sample reduced substantially their planned expenditures for 
197/Lvand 19722). A small Vinorease’ ais shown bom vo7 ebae, che 
total for the three-year period is around 8 per cent lower 
than planned at the time of the 1970 survey. 


All the reporting firms anticipate sales,and 
proftt increases in 1972 and 1973. 
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Universities 
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A. Index of Capital Investment Intentions of all universities reporting - 3l 
(USTs) 100) 


ae ACW aL Mens. 1 SS Meeee Wace an EOE SG UES AE lk a) A 
LO7O 197d 1972 LOTS. » LOT RMSE er! La rG 


Construction 9563) LOO Oh: TROL (OTe DT es ae oie aD 
Machinery & Equipment D0 sidhine LOO IO rn LOS eta tiees Feu. i) a ee aoe a 
Total 94.2 100.0 (so BT a yn cen ee ay en 

B. Capital Investment Intentions of matched sample of universities - 23 


(Millions of constant 1971 dollars) 


Lott 1972 L973 Total 
1970 Survey 296.3 245.0 314.7 856.0 
1971 Survey Iso siz Less 196.4 B93 <9 
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Universities from coast to coast were included 
in the survey. In 1970, they accounted for around 64 per 
cent of the capital investment made by all universities 
in Canada. Expenditures by the universities surveyed 
were estimated at $250 million in 1971, up moderately 
from 1970. A further increase of almost 10 per cent is 
planned for 1972, followed by: moderately lower Levels lof 
investment in 1973 and 1974 and by sharp declines in 1975 
and 1976. The pattern of projected outlays was quite 
similar for construction and machinery/equipment. 


A downward revision during the past year of 
about one-third is shown for the group of 23 universities 
covered in both the 1970 and 1971 surveys. Sharp cut- 
backs are indicated for each of the years 1971, 1972 and 
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Governments 
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A. Index of Capital Investment Intentions of all governments reporting. =.L0 
(1971 = 100) 


LOOP LS Hal 19¥2 LOGS 1974 LOTS L766 
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Construction 82:7 SaUOOwO Fel Of eZ LOSS 96.8 S2°50TNSS .F 
Machinery & Equipment S478 POOPORTLOO. 5) Tass lise Oe so. ¢ 
Total SaaOaw LUC. Ur) POLSoty LOS. 7 7926 94.0 (6950 

B. Capital Investment Intentions of matched sample of governments - 8 


(Millions of constant 1971 dollars) 


1971 LO 72 Los TObaAL 
1970 Survey 2% 999i 3 4029 39 SHOZSES 970568 -5 


1971 Survey 21S eae 2,848.7 SD OLe ek Bod Le Sywiet 
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Capital investment intentions were provided for 
this survey by the federal government and most of the 
provincial governments. Some of the latter also provided 
information on capital spending plans of municipalities. 
This is the first survey in which sufficient information 
was available on the breakdown between construction and 
machinery/equipment to permit indexes of these two compo- 
nents to be reported. 


Projected government capital expenditures 
included in this year's survey amounted to over $3.6 
billion for 1971, representing a substantial increase 
over 1970. Expenditures are expected to increase slightly 
in 1972 and 1973, and then to decline gradually through 


to 1976. The outlook is for larger increases -- and 
smaller declines -- in machinery and equipment than in 
cConstruetion: 


Comparable dollar data for both’ the 1970 and 
1971 surveys were available for only eight of the govern- 
ments. In this group, expenditure intentions were revised 
downward during the past year for 1971 and 1972, and only 
slightly upward for 1973. Total projected outlays for the 
three-year period were lower at the time of the current 
Survey than a year earlier. | 
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APPENDIX 


. The information requested in this survey re- 
mained essentially the same as in the one conducted in 
October 1970. Coverage was increased moderately from a 
total of 211 business firms, universities, and governments 
tO 241 in the current survey. 


As in recent surveys, participants were requested 
to provide us with either their projections of capital 
expenditures on the basis of 1971 dollars or.) alterna 
tively, to advise us of the allowance provided in their 
projections for price changes from 1971 levels. Anumber 
of the officials interviewed still expressed reservations 
as to the accuracy with which price assumptions were taken 
into account in their estimates as they were being compiled. 
Accordingly, the data presented in this report should be 
regarded as an approximation rather than an accurate indi- 
cation of constant dollar estimates. 


The following table presents in some detail a 
description, by industry and sector, of the survey results 
by the main purpose of the proposed investment. An in- 
creased number of participants provided this information 
this year. However, since projected investment (especially 
by 1974) falls below actual levels that can realistically 
be anticipated, the information on the purpose of the out- 
lays is presented only through 1973. As mentioned earlier, 
aio number of capital projects are likely to repres nc a 
combination of expansion, modernization and replacement, 
and may also include facilities for purposes such as 
research and development and pollution control. When 
overlap occurred, and when the expenditure could not be 
realistically broken down by the various purposes it was 
designed to serve, companies were asked to list the | 
expenditure under the heading that represented the main 
purpose of the facility... Hence this) clagssiiicarion of 
investment by purpose should not be regarded as a precise 
allocation of all capital expenditure intentions provided 
by the survey, but as a rough indicator of shifts an the 


main purposes of investment. 
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SURVEY COVERAGE 
Compared with 


NATIONAL ACCOUNTS 


De a Pa ERP NiO NSU LUND TSR SLAM vol) Un noatoss ci vba Mamowanuuen Tvruhal ans ties oY 2S Gs a 
Machinery 
and 
Construction Equipment Total 
(Millions of dollars) 


A. TOTAL CAPITAL EXPENDITURES 


National Accounts* 
Total private and public capital 
expenditures in 1970 Lae 6,256 Lica TT 


Surve 
Capital expenditures in 1970 of 
all organizations included in 
survey 5,760 ope ee 9,631 


Coverage as percentage of total 
capital expenditures 49% 62% 54Z** 


B. BUSINESS 


National Accounts* 
Total private and public capital 


expenditures in 1970 wD a 23 Saad Cpe ao et 1 
less government outlays 2,940 Vas) 3,265 
less housing 34937 ats pis 3 
less institutions 345 96 441 
less agriculture and fishing eat 619 846 


Total business capital expendi- 
tutes ine 1970 4,672 526 9,888 


Survey 
Capital expenditures in 1970 of 


all business organizations 
included in survey 37083 aoe Spoon 


Coverage as percentage of business 
capital expenditures 66% 64% Conn ® 


* National Accounts data from Statistics Canada, and Department of Industry, 
Trade and Commerce, Private and Publie Investment in Canada: Outlook 1972; 


Mtd-Year Revtew, Catalogue No. 61-206 (Ottawa: Inf 
Tables 1 and 9. + LNLOrMaAtion ‘Canada, Glee). 


The small (13) difference in coverage between National Accounts totals and 
those of Private and Publie Investment in Canada is due to a data adjust- 
ment as explained in Table 9 of the above publication. 
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. The preceding table indicates that the coverage 
provided by this survey represented 65 per Cent of total 
business capital formation in 1970 for the categories 
Surveyed and that it accounted for 54 per ‘cent, ofuaiT 
private and public investment in Canada. 


Earlier in this report, mention was made of a 
new procedure that was introduced this year for the 
preparation of some of the indexes. In previous capital 
investment reports, in cases where some organizations 
were unable to provide a breakdown of their planned expen- 
ditures between construction and machinery/equipment and 
SO reported overall intentions only, no data were entered 
for these two categories, and the index of total capital 
investment intentions did not represent a Simple total of 
the construction and machinery/equipment expenditures 
that were used in the preparation of the indexes for the 
latter two categories of investment. In a few cases, the 
index of total expenditures fell outside the range of the 
two subindexes and gave rise to difficulty in interpreta- 
tion of the results. To help overcome this problem, when 
a breakdown between construction and machinery/equipment 
was not available in this year's data, an average break- 
down for the sector represented was incorporated into the 
data for the organization not reporting the breakdown, 
and this average breakdown is reflected in the various 
construction and machinery/equipment indexes. Using this 
procedure, it will be noted in the final table that the 
number of organizations included is identical for the 
Construction, Machinery and Equipment, and Total indexes. 


The final table presents summaries of all 
indexes included in this report. Although 1970 is the 
latest year for which final capital investment data were 
available, we believe, as noted earlier, that indexes on 
the basis of 1971 = 100 would be most useful. Since 
preliminary actual figures for 1971 could be estimated 
reasonably closely at the time of the survey, the indexes 
presented here are on the basis of 1971 = 100, with 1970 
results appearing in appropriate relationship. 


As (pointed out in one of the’ footnotes: to cae 
table and also to the table of indexes on page 5, because 
the number of organizations providing estimates is not 
constant throughout the period, the index numbers have 
been built up from overlapping year-to-year comparisons 
rather than from simple totals. The figures used for any 
given year cover the same firms as.in,the immediately 
preceding year. Thus, although the coverage of the index 
is narrower in certain years, there 1s no distortion 
arising from lack of figures for some organizations. 
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SUMMARY INDEXES OF CAPITAL INVESTMENT INTENTIONS 


Manufacturing - Total 


Food & Beverages 
Pulp é .Paper, 
Primary Metals 
Chemicals 
Transportation 

Equipment 
Other 


Mining 

Oil & Gas (1) 

Oil & Gas Trans- 
mission (2) 

Transportation & 
Sterage 

Telecommunications 

Power Utilities 

Trade, Finance & 
Other Commercial 


Total Business 


Universities 
Governments 


Survey Total 


Organtzattons 
Included (3) 
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Note: As far as possible, allowances for price changes were removed from the 
reported data before constructing the foregoing indexes. 
this accounts for the difference between business capital investments for 
1972 that are reported in this publication and those reported earlier by 
the Department of Industry, Trade and Commerce for the joint survey. Fuller 
commentary relating to price changes appears in the Appendix. 


Includes production and refining. 


Includes pipelines and distribution. 


As noted earlier, 


Because the number of organizations providing estimates is not constant 
throughout the period, the index numbers have been built up from overlapping 


year-to-year comparisons rather than from simple totals. 


The figures used 


for any given year cover the same firms as in the immediately preceding year. 
Thus, although the coverage of the index is narrower in certain years, there 
1s no distortion arising from lack of figures for some organizations. 
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SUMMARY INDEXES OF CAPITAL INVESTMENT INTENTIONS 
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